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DEPARTMENT OF HEALTH SERVICES
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February 17, 2005

The Honorable Board of Supervisors -
County of Los Angeles

383 Kenneth Hahn Hall of Administration
500 West Temple Street

Los Angeles, California 90012

Dear Supervisors:

ONE HIV/AIDS SERVICES AGREEMENT: HIV/AIDS RESIDENTIAL HOSPICE AND
SKILLED NURSING FACILITY SERVICES
(All Districts) (3 Votes)

IT IS RECOMMENDED THAT YOUR BOARD:

Delegate authority to the Director of Health Services, or his designee, to execute one Human
Immunodeficiency Virus/Acquired Immune Deficiency Syndrome (HIV/AIDS) service agreement,
for hospice and skilled nursing facility services with AIDS Healthcare Foundation (AHF), following
review and approval by County Counsel, effective March 1, 2005 through February 28, 2006, for a
total maximum obligation of $624,069.

PURPOSE/JUSTIFICATION OF RECOMMENDED ACTIONS:

In approving the recommended action, the Board is authorizing the Department of Health Services (DHS
or Department) to obligate federal Health Resources and Services Administration (HRSA) Ryan White
Comprehensive AIDS Resource Emergency (CARE) Act Title I-Year 15 and County AIDS funds,
through execution of one agreement with AHF, for the continuing provision of hospice and skilled
nursing facility services.

FISCAL IMPACT/FINANCING:

The total maximum obligation for the agreement for the period March 1, 2005 through February 28,
2006, is $624,069, offset by CARE Act Title I-Year 15 and County AIDS funds.
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Payments under the agreement will be made on a fee-for-service basis.

FACTS AND PROVISIONS/LEGAL REQUIREMENTS:

The CARE Act of 1990 authorizes grants for the development, coordination, and operation of effective
and cost efficient services to people infected with HIV disease or AIDS. Through the CARE Act, there
are two sources of funding for Los Angeles County: Title I funds awarded directly to the County and
administered by DHS; and Title II funds awarded directly to the State and administered locally by the
County. Since 1991, the Board has accepted in excess of $380 million in CARE Act funds. The Board
has taken a number of actions to expend the grant funds, primarily through contracts with community-
based organizations.

Care Services - one (1) Agreement

The current Agreement with AHF was executed in April, 1977 and most recently amended in February,
2004 for services through February 28, 2005. The new agreement will be effective March 1, 2005
through February 28, 2006.

The expiring agreement supports up to 4,086 Congregate Living Health Facility/Hospice bed-days at a
rate of $425. Services to be supported under the new agreement include up to 319 hospice bed-days at a
rate of $140.46 and 2,446 skilled nursing bed-days at a rate of $236.82. The revised rates reflect current
Medi-Cal rates. The new agreement requires that written documentation of medical as well as financial
eligibility must be submitted to and approved by OAPP or OAPP’s designee prior to client admission.
The revised rates and additional changes are being implemented as a result of changes in the HIV/AIDS
epidemic, in recognition that these services are Medi-Cal and Medicare reimbursable services and after
consultation with a number of experts in the HIV/AIDS field.

Patient Bill of Rights and Responsibilities

Per directive from the Los Angeles County Commission on HIV Health Services, the care services
agreement includes the “People With HIV/AIDS Bill of Rights and Responsibilities.”

County Counsel will have reviewed and approved the agreement as to form prior to its distribution to the
contractor for signature.

Attachment A provides additional information.

CONTRACTING PROCESS:

The current contract with AHF was executed in April, 1997 and most recently amended in February,
2004 for services through February 28, 2005.

This new service contract will bridge the gap between the expiration of the existing agreement and the re-
solicitation of these services.

Services will be re-solicited during the coming year with new services to be in place March 1, 2006.
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IMPACT ON CURRENT SERVICES (OR PROJECTS):

Approval of this agreement will allow Countywide HIV/AIDS hospice and skilled nursing facility
services to continue uninterrupted.

When approved, this Department requires three signed copies of the Board's action.

Attachments (1)

c:  Chief Administrative Officer
County Counsel
Executive Officer, Board of Supervisors

BL HIV-AIDS - AHF .cba.wpd.wpd



ATTACHMENT A

SUMMARY OF AGREEMENT

TYPE OF SERVICE:

HIV/AIDS Care Services

AGENCY NAME AND CONTACT PERSON:

AIDS Healthcare Foundation
6255 West Sunset Boulevard, Suite 2100
Los Angeles, California 90028-8073

Attention: Michael Weinstein, President
Telephone: (323) 860-5200

Fax: (323) 962-8513

TERM:

March 1, 2005 thru February 28, 2006

Total

$624,069
<$128.945>

FINANCIAL INFORMATION:

Term 1
Maximum County Obligation; $624,069
HRSA CARE Title I Funds: <$128.945>
Net County Cost: <$495,124>
GEOGRAPHIC AREA SERVED:
Countywide

<$495,124>

ACCOUNTABLE FOR MONITORING AND EVALUATION:

Charles L. Henry, Director,
Office of AIDS Programs and Policy

APPROVALS:

Office of AIDS Programs and Policy:
Public Health:

Contracts and Grants Division:

County Counsel (approval as to form):

Charles L. Henry, Director
John F. Schunhoff, Ph.DD., Chief of Operations
Cara O’Neill, Chief

Kelly M. Auerbach-Hassel, Deputy County Counsel



COUNTY OF LOS ANGELES
DEPARTMENT OF AUDITOR-CONTROLLER

KENNETH HAHN HALL OF ADMINISTRATION
500 WEST TEMPLE STREET, ROOM 525
LOS ANGELES, CALIFORNIA 90012-2766
PHONE: (213) 974-8301  FAX: (213) 626-5427

J. TYLER McCAULEY
AUDITOR-CONTROLLER

May 13, 2005

TO: Supervisor Gloria Molina, Chair
Supervisor Yvonne B. Burke
Supervisor Zev Yaroslavsky
Supervisor Don Knabe
Supervisor Michael D. Anto h

FROM: J. Tyler McCau?eaﬁ”

Auditor-Controller
SUBJECT: REVIEW OF AIDS HEALTHCARE FOUNDATION, INC. CONTRACT

On March 1, 2005, your Board directed the Auditor-Controller to audit the Department of
Health Services’ (DHS) contract with the AIDS Healthcare Foundation, Inc. (AHF) for
hospice services at the Carl Bean House. The purpose of our audit was to determine
whether AHF was being overpaid for services to County patients.

We audited AHF's billings from March 1, 2004 through December 31, 2004, the most
recent period for which biling and payment records were available. Our review
confirmed that AHF is receiving payment from both the County and Medi-Cal for
services provided to the same Medi-Cal patients.

The contract states that, when AHF is paid by both the County and Medi-Cal, AHF is
supposed to credit the County for the full amount of the previous County payment. We
found that AHF is only crediting the County for the amount of the Medi-Cal payment,
which is lower than what the County pays AHF. As a result, for the nine months
audited, we estimate that AHF kept approximately $348,000 in County payments for
Medi-Cal covered patients.

There is a disagreement between AHF and the County whether AHF is entitled to keep
the balance of the County payment for Medi-Cal patients. AHF claims that the Medi-Cal
payment does not cover all the services they provide. AHF notes that the State does
not have a reimbursement rate for the type of facility covered by the contract, and only
pays AHF the intermediate care facility rate. However, DHS and County Counsel have
indicated that, based on their review of the Medi-Cal regulations, the Medi-Cal payment
does cover the services provided by AHF.

“To Enrich Lives Through Effective and Caring Service”
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Background

AHE has a contract with the County to provide hospice care services at Carl Bean
House. The contract maximum is $1.7 million per year. Under the contract, AHF
provides housing, skilled nursing care, medical supervision, pharmacy, dietary,
social/recreation and other services to patients with HIV/AIDS.

The County is one of AHF’s largest sources of revenue for hospice services, totaling
approximately $1.7 million a year, at a rate of $425 per patient day. In the current
contract year, County payments to AHF are made using County funds, not federal
HIV/AIDS funds. Medi-Cal pays AHF approximately $73 a day for services to Medi-Cal
patients.

The contract requires AHF to bill third-party payers for eligible patients, and states that
“payment by third-party payers shall be considered payment in full”. The County pays
AHF for services to patients who do not have third-party coverage and for patients who
have a pending Medi-Cal application. The contract states that, if AHF subsequently
receives payment from Medi-Cal, AHF should credit the County “an amount equal to the
prior County payment not just the amount of the payment received from Medi-Cal.”

DHS' Centralized Contract Monitoring Division (CCMD) audited the AHF contract for the
contract year ending February 29, 2004. CCMD reported that AHF was receiving
payment from Medi-Cal for eligible patients for whom the County had also paid AHF and
concluded AHF was overpaid. Based on the results of CCMD’s audit, the Board asked
us to audit the AHF contract to determine if AHF was being overpaid.

Scope of Review

We audited AHF’s billings under the contract from March 1, 2004 to December 31,
2004, the most recent period for which billing and payment records were available.
During that period, AHF billed the County for 3,622 patient days. The County paid AHF
a total of $1.5 million for services during the period.

Reimbursement for Medi-Cal Collections

Our review confirmed CCMD's finding that AHF bills both the County and Medi-Cal for
services to Medi-Cal patients. We noted that when AHF receives payment from Medi-
Cal, AHF only credits the County the amount of the Medi-Cal payment received, and not
the full amount previously paid by the County as required by the contract. From March
1, 2004, through December 31, 2004, the County paid AHF approximately $421,000 for
services to Medi-Cal patients. AHF also received $73,000 from Medi-Cal for services to
these patients. AHF credited the County for the amount they received from Medi-Cal
g?,OOO) and kept the balance of the amount paid by the County, approximately
8,000.

AUDITOR-CONTROLLER
COUNTY OF LOS ANGELES
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It should be noted that the $348,000 balance kept by AHF is based on AHF billing and
receiving payment from Medi-Cal for 990 patient days. Our review indicates that there
are an additional 926 days for which AHF should bill Medi-Cal and credit the County if
AHF receives the Medi-Cal payment.

There is a significant dispute between the County and AHF regarding whether AHF is
entitled to keep the remainder of the County payment. AHF claims that they are entitled
to keep the difference between the County payment and the Medi-Cal payment because
the State does not have a reimbursement rate for the type of facility covered by the
contract, and only pays AHF the intermediate care facility rate. AHF notes that the
County's contract with AHF states that AHF should credit the County for the amount
paid by Medi-Cal for “such services”. AHF claims that they keep the remainder of the
County payment because they believe that Medi-Cal only pays for patients’ room and
board, and not for other services that AHF indicated they provide as a Congregant
Living Health Facility, such as medical supervision, pharmaceutical services, dietician
services, etc.

DHS and County Counsel have reviewed AHF's position and concluded that most of
AHF’s services are covered by the Medi-Cal payment for intermediate care facility
services. County Counsel also noted that AHF can also bill Medi-Cal a separate and
additional amount for some of these services. DHS and County Counsel have also
indicated that the contract clearly requires AHF to accept the Medi-Cal payment as
payment in full and that, as a result, they believe AHF has been overpaid.

We understand that AHF also claims that DHS has accepted their interpretation of the
contract because DHS has allowed AHF to keep the remainder of the County payments
since 1992. County Counsel has indicated that they believe that DHS’ prior actions do
not amount to accepting AHF’s past billing and collection practices. DHS and County
Counsel should consider whether the County can recover the County’s payments in
excess of the Medi-Cal payments retained by AHF in prior years.

Billing for Medi-Cal Covered Patients

Under the contract, AHF may bill the County for services to indigent patients who do not
have other third-party coverage, members of DHS' Community Health Plan and patients
who do not have approved Medi-Cal coverage when they are admitted to the AHF
facility. The contract does not indicate that the County will pay AHF for patients who
have approved Medi-Cal coverage at the time they are admitted to the AHF facility,
except when Medi-Cal denies payment for those services.

We noted that AHF is billing the County for all patients, except patients with private
insurance coverage. From March 1, 2004 through December 31, 2004, AHF billed the
County for 900 patient days for patients who had approved Medi-Cal coverage when
they were admitted to the AHF facility. AHF did credit the County for the amount they
later collected from Medi-Cal for these patients. However, as discussed earlier, AHF
also kept the remainder of the County payment.

AUDITOR-CONTROLLER
COUNTY OF LOS ANGELES
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AHF personnel indicated that they billed the County for patients with approved Medi-Cal
to avoid delays in receiving payments since AHF does not bill Medi-Cal until the patients
are discharged. However, our review indicates that AHF does not have to wait until
patients are discharged to bill Medi-Cal.

AHF’s practice of billing the County for patients with approved Medi-Cal coverage
results in AHF keeping the balance of the County’s payment for these patients, who are
not County-responsible patients under the contract. AHF claims that they bill the
County for these patients because the Medi-Cal payment does not cover all the services
AHF provides.

Conclusion

Our review confirmed that AHF has been billing both the County and Medi-Cal for
services to Medi-Cal patients. While AHF does credit the County for the amount of the
Medi-Cal payment, AHF keeps the balance of the County payment. Based on our
review, we agree with DHS and County Counsel that, under the contract, AHF is not
entitied to keep the remainder of the County payment. As noted earlier, AHF believes
that, because the State does not have a reimbursement rate for the type of facility they
operate and only pays AHF the intermediate care facility rate, they are entitled to keep
the balance of the County’s payment to cover the higher level of service they indicated
they provide.

if you have any questions, please contact me or your staff may contact Jim
Schneiderman at (626) 293-1101.

JTM:MMO:JS:yb

c: David E. Janssen, Chief Administrative Officer
Thomas L. Garthwaite, M.D., Director and Chief Medical Officer, DHS
Michael Weinstein, President, AIDS Healthcare Foundation, Inc.
Violet Varona-Lukens, Executive Officer
Audit Committee
Public Information Office

AUDITOR-CONTROLLER
COUNTY OF LOS ANGELES




